





Fannie Mae and Freddie Mac are safe, profitable, and should be set fre... https://www.americanbanker.com/opinion/fannie-mae-and-freddie-ma...

- AMERICAN BANKER A

INUL dil UOWIILUTIID AT € LI ddITe dIU DdIIKS el Ldiiy Cdil L PreveliL Lielil. pul
they can mitigate their impact.

The purpose of a conservatorship is to preserve and conserve the assets of an enterprise, restore
it to financial health, and then return it to its owners. Under capitalism and our free enterprise
system, the government is not supposed to be in the business of owning private, profit-making
companies. Respect for private property rights is a bedrock principle of our democracy and is

enshrined in our Constitution.

Republicans on the Senate Banking Committee have called for Fannie and Freddie to be released.
So why is the Biden administration procrastinating? True, some critics fear shareholders might
make a killing. If that's the issue, does it count that for 14 years, shareholders have been stuck with
"dead money" — while the stock market has risen fivefold? And why be concerned? Warrants
allow the government to purchase 79.9% of Fannie and Freddie common shares for just $70,000
(you read that right, no zeroes omitted). That means that for every dollar the shareholders make,

the taxpayer makes four.

Once Treasury formally admits that the $191 billion it advanced Fannie and Freddie during the
financial crisis has been fully repaid with . >f over $100 billion (clearly the best deal for the
taxpayer since the Louisiana Purchase), FHFA Director Sandra « nompson can release them
pursuant to a consent decree, which could set in stone whatever safety and soundness measures
she deems appropriate. This would allow the companies to go to market and raise whatever
additional capital the FHFA might require. It would also allow the government to monetize its
warrants; some analysts assert they could be worth yet anothe which some have
argued should be used t ‘he administration's Affordable Housing programs). In the

meantime, while it dithers, the cost of any new capital will undoubtedly go up along with rising

interest rates.
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